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KEY ECONOMIC INDICATORS 2 

All values in million U.S.$ Exchange Rates: 1981 - DH4.7 
1980 - DH3.8 

1979 - DH3.9 


TTEM 19792 19802 %change 19812 
1979/19803 


GNP (Current prices) 14,947 17,355 teed 15,957> 
GNP (1969 prices) 7,782 8,500 . 7,809 
Per capita GNP ($) 808 910 811 
Fixed Investments 3,272 3,658 3,128 
Value construction 

author izations 421 579 585 
Agricultural Production 

(Current prices) 2,821 3,289 LF 
Energy Imports 710 1,316 1,425 
Energy Import as percentage 

of current comsumption 80% 83% 83% 
Industrial production index 

(1969 = 100) 184 206 
Value phosphate rock exports 568 793 788 
Value phosphate derivative 

exports 249 383 
End of year GOM Cost of 

Living Index 

(May 1972/3 100) 218 242 
Rate of Inflation 9.7% 11% 


GOVERNMENT, FINANCE 
Consolidated ordinary revenue 3,974 3,861 
Ordinary expenditures 3,983 3,867 
of which Debt service 763 600 
Debt service as percentage 
of exports 30% 23% 
Debt service as percentage 
of exports and transfer 21% 21.1% 17% 
payments 
Outstanding external debt 6,123 6,728 5,883 
Investment expenditures 2,312 2,218 2,1278 
Overall Deficit -1,852 -3,072 -2,942 
of which externally financed 1,229 1,315 1,170 
Money Supply 5,988 6,662 5,957 


BALANCE OF PAYMENTS 
Net gold/exchange reserves 423 403 : 255 
Balance of payments -32 -29 -64 
Current account -1,531 -1,579 -1,277 
Balance of trade -1,719 -1,881 -1,294 
Exports F.O.B. 1,955 2,538 2,565 

(U.S. share percentage) 2.2% 1.4% 2% 
Imports C.I.F. 3,674 4,419 3,859 

(U.S. share percentage) 5.8% 7.8% 9% 
Net transfer payments 923 1,079 915 
of which workers' remittances 936 1,053 915 
Net capital movements 1,564 1,526 

of which public sector loans 1,366 1,447 1,170 
lactual; Preliminary; “Calculated on Value in dirhams; change distorted by 
exchange rate flux; “Forecast; StLower dollar figures for 1981 are result of 
substantial exchange rate fluctuations. Dirham has experienced an effective 23.6 
percent depreciation against the dollar since Sept. 1980; °Excludes $2,553 million in 
prior year funds and $2,979 milli in multiyear authorizations committable in 1981. 





SUMMARY 


Morocco's economy seems to have emerged from the rigors of the 
1978-80 Three Year Plan in generally much better condition than many 
observers might have expected. Real GNP growth in 1980 reached 6.4 
percent, roughly double the average growth rate of the previous 2 
years. Domestic investment is approaching pre-austerity plan 
levels, export performance is markedly improved, and with the 
exception of the substantially increased bill for imported energy, 
imports have been rather effectively controlled by government 
disincentives. Assisted by a good harvest, rising phosphate 
revenues, and a $1.2 billion, Extended Fund Facility loan from the 
International Monetary Fund (IMF), Morocco's economic managers 
should be able to look to the future with more optimism. The 
Government has announced a new, moderately stimulative growth policy 
for 1981-85 designed to further consolidate the economy's recovery. 
This policy, coupled with important balance-of-payments assistance 
from multilateral concessional lending institutions, should allow 
Morocco to face its serious remaining external and internal 
structural problems while it undertakes infrastructural and social 
development projects necessary for the country's continuing social 
stability. 


The Govenment's economic stimulation policies are based, by and 
large, on increased government investment and relaxed credit and 
import controls for the private sector. These policies bode very 
well for U.S. exports of goods and services in 1981 and beyond. As 
a stated policy, Morocco also welcomes foreign, and particularly 
American, investment. Superior equipment, processes, and technology 
can win business for American firms, but maximally competitive 
financing, assured postsales services, and a willingness to share 
project risks by entering into joint ventures are also important for 
success here. With ingenuity and flexibility, U.S. suppliers and 
investors should be able to find an attractive sales market or 
investment site in Morocco. The expanding incomes of a rapidly 
growing population in a strategically located country indicate that 
there are important opportunities for those firms who are willing to 
make the effort. 


CURRENT ECONOMIC SITUATION AND TRENDS 


THE SETTING IN EARLY 1981 


At this writing, the Moroccan economy appears to be emerging from a 
3 year period of rather sluggish growth caused, by and large, by the 
policies of austerity and sacrifice embodied in the Government's 
1978-80 Three Year Development Plan. Instituted in June of 1978, 
the Three Year Plan was designed to restore balance to the domestic 
economy following the occurrence of several external.shocks, which 
combined, in late 1977, with structural weaknesses at home to create 
rather severe economic and financial problems for Morocco's 
decisionmakers. 





Led by substantial government and private sector investment under 
the ambitious 1973-77 Five Year Plan, Morocco's GDP had been growing 
at some 7 percent a year, and great strides were being made in such 
key areas as hydroelectric production and irrigation, mining, and 
import substitution and export industries. Most of this new 
investment and growth was financed by increased external borrowings 
and higher phosphate export earnings. By the end of 1977, however, 
structural weaknesses, a less stable world economy, falling 
phosphate prices, an increased energy import bill, a crushing 
external burden, and large budget and trade deficits forced 
immediate remedial action. A first key decision was a sharply lower 
(31 percent) central investment budget for 1978. In June of that 
year, the Government replaced the 1978-82 Five Year Plan with the 
interim Three Year "Austerity" Plan. At the same time, it 
restricted many imports either through prohibitions or licensing, 
required a 6 month 25 percent prior deposit on other imports, and 
slowed the growth of credit to the country's private sector. 


Although the Government was mildly encouraged by the response to the 
restrictive policies at the end of 1978, the basic problems of the 
economy--energy costs, increased need for agricultural imports, lack 
of capital accumulation--grew more severe. More strenuous efforts 
during 1979 to improve Morocco's external position simply resulted 
in avoidance of further serious deterioration. Industrial and 
agricultural production continued to stagnate, investment in all 
sectors decreased, businesses complaints became louder and more 
strident, and the external trade deficit continued at a very 
worrisome level. GDP growth remained at under 3 percent or less 
than population growth. Due in part to the Government's deliberate 
decision to limit its participation in all but the most essential of 
development projects, slow growth was also a function of the onerous 
credit restrictions imposed on the country's private sector. 

Private operators remained concerned throughout 1979 about sluggish 
domestic demand; about uncertain market conditions in 
Europe--especially France, Morocco's major market; with continuing 
import restrictions and price controls; and about the economic 
consequences of continuing confrontation in the Sahara. 


By the end of 1980, however, the economy was doing better. By the 
last half of 1980, estimated GDP growth had increased to 
pre-austerity plan levels, and the IMF gave Morocco a shot in the 
arm in October through a new $1.2 billion extended fund facility 
loan. This facility should allow Moroccan economic policymakers to 
tackle the country's most basic economic disequilibria with a real 
chance of success. But other structural problems remain. Morocco's 
agriculture sector is seriously underproductive. The ambitious and 
costly military equipment modernization program and the increasingly 
burdensome macro-economic opportunity cost of the Sahara conflict 
will continue to direct large sums away from the directly productive 
sectors of the economy. 





Over the last 3 years, average population growth has exceeded 
economic growth, aggravating the unemployment/underemployment 
problem. Labor migration from rural to urban areas is a major but 
statistically undocumented problem; the need for expansion of both 
urban and provincial social services as well as job opportunities 
can no longer be overlooked if social stability is to continue. 


To meet these requirements, Morocco's economic and financial 
managers decided to revert to a moderately expansive strategy 
designed to stimulate growth, income, and employment largely through 
increased government investment, easing of restrictions on private 
sector credit and encouragement of small and medium enterprises. 

The Government believes that any effort to come to grips with the 
country's fundamental structural problems also requires that the 
economic planning horizon be extended to the year 2000. The new 
time frame will be broken into four 5 year periods, of which 1981-85 
will be the first. The upcoming Five Year Plan is expected to allow 
planners greater flexibility to act on urgent social problems while 
ensuring that necessary resources flow to the high priority sectors 
of phosphates, energy development and agriculture. 


THE MOROCCAN ECONOMY IN 1980 


All in all, the Moroccan economy performed quite well in 1980 
considering the restraints imposed by the outgoing Three Year 
"Austerity" Plan, the current unsettled world economic situation, 
the inadequate output of the country's agricultural sector in terms 
of its potential, the increased cost of imported energy, Morocco's 
83-percent dependence on imported crude, and the lack of sufficient 
domestically generated capital to allow the Government to undertake 
all its economic development priorities. Moroccan Central Bank 
officials have arrived at a preliminary estimate for real GNP growth 
of 6.4 percent for 1980 in spite of the harsh economic climate. 
(Other economy watchers have estimated GNP growth at between 4.5 and 
6 percent in real terms, however.) Any rate in this rather wide 
range is, of course, considerably higher than the average 3.2 real 
growth figure registered between 1978 and 1979. The substantially 
improved performance reflects near record agricultural production 
(up 13.6 percent over the previous year--6.6 percent in real terms); 
markedly improved export performance, expecially in phosphates; and 
a higher level of domestic investment (up 12.3 percent in 1980 
compared with a drop of 1.3 percent during the previous 12 months). 


The year 1980 was the last year in the Government's Three Year Plan 
of transition and reflection, designed to reestablish the basic 
equilibria of the economy and provide a firm base for rational 
future development. Although many of Morocco's external accounts 
were in a better position at the end of 1980 than they were 
earlier--the balance-of-payments deficit shrunk by $3 million or 
12.7 percent and transfer payments were up $156 million or 13.9 
percent, for example--many of the negative effects of the austerity 
plan first noticed in 1979 carried over into 1980. 





These troublesome side effects include generally low private sector 
turnover, increasing price pressures, growing unemployment and 
underemployment which in turn have created large-scale migration to 
the cities, increasing urban social pressures, and the inability of 
the private sector to amass sufficient credit to oil the wheels of 
commerce, let alone to fund corporate expansion. Private business 
people saw one major problem decline in importance during 1980. The 
slow pay practices of the Government toward its private sector 
creditors has cleared up rapidly and many of the most serious 
arrearages were liquidated during the course of the year. 


Morocco's chronic negative current account position has been the 
country's most serious economic problem for the past several years, 
and the most recent figures prove that 1980 was no exception. The 
preliminary balance-of-payments deficit for 1980 stands at $29 
million, slightly better than the $32 million deficit registered in 
1979. The balance-of-trade deficit, however, increased from a 1979 
level of $1,719 billion to $1,881 billion. Even though exports grew 
by 26.5 percent to $2,538 billion--largely the result of sharply 
increased phosphate (up 35 percent) and citrus/vegetable (up 10 
percent) revenues--imports also increased by a troublesome, but 
largely unavoidable 17.2 percent to $4,419 billion. Major 
uncontrollable factors here, were the increased cost of imported 
crude petroleum (up 85 percent in value but only 6 percent in 
volume) and the importation of almost $300 million worth of grain to 
feed a rapidly growing urban population. 


Whereas the steadily declining balance-of-trade figure is certainly 
worrisome, Morocco's current account receives massive injections 
from the country's other important sources of foreign exchange 
revenues: tourist receipts and remittances from Moroccan workers 
abroad. Import cover when taken as a percentage of exports grew 
respectably in 1980 (57.4 percent vs. 53.2 percent in 1979). 

Tourist receipts provided $410 million in foreign exchange last 
year, an 8.6 percent increase over the previous year, while workers' 
remittances were up 9.6 percent to $1,053 billion. Some 500,000 
Moroccans work in Western Europe, largely in France, Benelux' and 
West Germany. Remittances have continued at a high rate in spite of 
the decision taken at the end of the year to discontinue the 
5-percent premium paid on conversion of such remittances into 
dirhams for local deposit. 


Morocco's respectable export performance in 1980 was led, naturally, 
by phosphate earnings. Phosphate rock and derivative exports 
(one-third of the total) were up 35.6 percent over 1979 at $1,042 
billion. Although exports of phosphate rock actually declined from 
18 to 16.5 million tons, the improved performance is due to 
strengthening world phosphate prices, up from $37 per ton at the end 
of 1979 to $48-$54 per ton at the end of 1980. Indications are that 
the higher market price will hold through 1981, signalling continued 
improvement in export performance. With the dollar again rising 
against the dirham, foreign exchange earnings in local currency 





terms will be up--as phosphates are priced in dollars. Nonetheless, 
phosphate exports in 1980 did not cover the cost of imported energy 
requirements, causing concern among Moroccan fiscal managers. 
Production in most other parts of the mining sector was well above 
1979 levels. Increases were registered in exports of manganese (34 
percent), silver (60 percent), copper (34 paroene? . fluorine (27 
percent), and lead (8 percent). 


Accounting for some 20 percent of GNP and employing almost 60 
percent of the domestic workforce, the Moroccan agricultual sector 
is crucial. Its performance has great impact on the overall rate of 
economic growth. This sector appears to have performed quite well 
in 1980, recovering not only the ground lost in 1979 (vis-a-vis 1978 
Statistics) but registering an increase of 13.6 percent over last 
year's production levels. Cereals, citrus, and sugar--all key 
commodities in quantitative terms--led the way. Grain production in 
1980 is estimated at 4,423,000 metric tons or 9 percent above 1979. 
The mediocre performance of wheat (only slightly up over the 
previous year) has been attributed to irregular distribution of 
rainfall, but the increases in barley production (up 17 percent and 
corn production (up 7 percent) are notable. 


Eleven-month import figures reflect a total agricultural import bill 
of $844 million in 1980 or 21 percent of all imports over the 
period. As usual, wheat led the list of food imports at almost 1.5 
million tons for a value of approximately $300 million. Government 
policy establishes wheat import levels to maintain constant per 
capita consumption of this basic staple, which forces a high amount 
of imports to feed the burgeoning population. Imports of sugar, 
Morocco's second agricultural import, continued at roughly the same 
tonnage level as in 1979, thanks to growing domestic production. 

Due to higher world prices, the value of sugar imported rose 
substantially. Edible oils, historically the third agricultural 
import, were also increased to cover 90 percent of demand, largely 
due to decreased domestic production. Discontinuation of government 
production supports in 1980 led a number of Moroccan farmers to 
switch from oilseeds to such other cash crops as sugar beets and 
sugarcane, which were still eligible for price support. Faced with 
this situation, the Government plans to reinstitute oilseed price 
supports in 1981. 


On the export side, figures for the same 1l-month period show total 
agricultural exports of $620 million, or 29 percent of the total and 
16 percent over 1979 levels. Production of citrus, the country's 
premier export after phosphates, was up 18 percent in 1980 to 
1,037,000 metric tons, a near record. The crop benefited from 

evenly distributed rainfall in the fruit-growing areas and from 
raiutlveiy mild weather throughout the country. Although increasing 


protectionism and increased production within the European Community 
(EC) has led to undistinguished performance for Moroccan tomatoes 
and other early vegetable exports, olive oil exports to the EC 
earned $28 million in foreign exchange after 2 years of virtually no 





export sales. Wine exports increased dramatically (73 percent) in 
1980 and helped relieve the pressure on large inventories. A 
recently negotiated export agreement with the Soviet Union will help 
alleviate the oversupply situation further. As it has done for the 
past 8 years, Morocco imported more foodstuffs than it exported. 
This has required close to $250 million in precious foreign exchange 
in spite of near record production levels in its most important 
agricultural export, citrus. 


The Government has recognized that Morocco's current account 
difficulties are now endemic and cannot be turned around within the 
present structural context or in terms of existing policy options. 
Nonetheless, some short- to medium-term relief for the troublesome 
balance-of-payments situation is in sight. In what was probably the 
most welcome development of 1980, the International Monetary Fund 
(IMF) announced its intention to accord the Moroccan Government an 
SDR 810 million ($1.2 billion) Extended Fund Facility loan. This 
credit arrangement, covering a 3-year period, has now been augmented 
by an authorization for Morocco to draw its first credit tranche 
($68 million) at the IMF. Total availability of almost $1.3 billion 
will allow Morocco sufficient resources to take those basic actions 
necessary to correct the most pervasive structural problems of the 
economy. The program is the second largest ever provided by the IMF 
to a country experiencing severe balance-of-payments difficulties, 
and this extraordinary program may also be supplemented by a new 
proposed $300 million, structural adjustment loan from the World 
Bank. 


The IMF's program specifically restricts Morocco from significant 
further external borrowing on all but concessional terms. The level 
of external debt currently outstanding--approximately $7 billion, 
with annual debt service costs of $1 billion--has: convinced both the 
Moroccan Government and the Fund that it would be unwise to enter 
international capital markets for large additional loan issues. 
Moreover, private foreign capital borrowing at commercial rates last 
year was voluntarily restricted to $578 million compared with even 
the relatively low figure of $897 million the previous year. 


The Fund and Bank have made a number of additional recommendations 
in conjunction with their new or proposed loans; many of these 
recommendations have been adopted by Moroccan planning authorities. 
A recommendation that the Moroccan Central Bank modify its system of 
dirham valuation against major trading partners' currencies has 
already been implemented, bringing about an effective 7-percent 
devaluation of the national currency as it moves towards parity with 
the French franc. Another recommendation aimed toward trade 
liberalization has also been implemented at least in part, with the 
easing in January 1981 of some of the onerous import restrictions 
established under the 1978-80 Three Year Plan. Some products 
formerly on the prohibited list may now be imported, while other 
items for which licenses and prior import deposits used to be 
required are now freely importable. Import disincentives, 
especially the prior import deposit scheme, are no longer as 


effective as they once were as importers have become inured to the 
requirements. 





Other IMF recommendations continue to be studied. They include: 


--Reduction or complete elimination of the Government's substantial 
subsidy program (7 percent of the national budget) for basic 
foodstuffs 


--Continued investigation into simplification and expansion of the 
taxation system 


--Reduction in nonproductive allocation of government resources to 
education and other services sectors 


--Rapid movement toward food self-sufficiency through reform in the 
agricultural sector 


--Establishment of a program of energy conversation, development of 
domestic resources, and strict surveillance of any proposals that 
would boost Morocco's already severe energy import dependency 


--Institution of a regional decentralization program through the 
allocation of more government resources and investment to small and 
medium enterprises in rural areas. 


Although no announcement has been made regarding the further 
reduction of subsidies, the Government has indicated that the Fund's 
last recommendations--on agricultural reform, energy development, 
and decentralization--will all be cornerstones of the 1981-85 Five 
Year Plan. The implementation of the IMF's recommendations even 
over 5 years will test the political skills of the Moroccan 
leadership, since occasionally restive urban workers and students 
and economic/political vested interests will feel the negative 
impact more immediately than the benefits become evident. 


Hand in hand with the announcement of its intention to inject some 
degree of stimulation into the economy, the Moroccan Government 
began to show signs of moving more forcefully to attract foreign 
investment to the country to further spur growth in the modern 
industrial sectors and to create jobs. Several modalities for doing 
so were discussed in the fall of 1980, and many of these received 
the wholehearted endorsement of the King and other high-level 
Moroccan officials. Perhaps the most important of these measures 
was the decision taken to establish a one stop foreign investment 
center designed to overcome the bureaucratic obstacles created by 
the involvement of many different ministries and government offices 
in the investment approval and implementation process. A second, 
much-touted step was the planned revision of the present investment 
codes which would, when finalized, increase the incentives embodied 
in each while also permitting 100-percent foreign participation in a 
wider range of sectors. It is expected that the new codes will be 
promulgated sometime in 1981. 
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Internal investment in 1980 was up 12.3 percent over the previous 
year, in spite of a further 3.5 percent reduction in government 
capital expenditures. Total domestic investment was $3.7 billion, 
higher than any year since 1977. The increase, of course, was due 
to a revival of investment in the private sector as firms grew 
accustomed to the restrictive measures embodied in the Three Year 
Plan, on the one hand, and began to detect a slight quickening of 
demand--due to faster economic growth--on the other. Most of the 
new investment was in the light manufacturing sector. New 
construction picked up in mid-1980 (34 percent), partially in 
response to the Government's decision to spur residential housing 
starts bs. extending tax exemptions on profits from new rental units 
from the previously allowed 10-year period to 15 years. This policy 
is designed to give an impetus to the construction industry but also 
to encourage the construction of an additional 1.5 million new 
residential units between now and the year 2000. 


During the period of the 1978-80 Three Year Plan, the rate of growth 
in the domestic money supply averaged 16.6 percent, far outstripping 
real GNP growth. Moroccan authorities took steps to reduce the 
growth rate to 8.4 percent by the end of 1980. The rate of growth 
would have slowed even further but for the Government's end-of-year 
decision to help cover 1980's budget deficit by securing a $395 
million advance from the Central Bank, even though consolidated debt 
of the Treasury had fallen to $2,026 million by the end of the 

year. This practice, which is both completely legal and rather 
common, amounts essentially to monetary creation and may well have 
exacerbated domestic inflationist tendancies, adding to the problems 
of imported inflation. Most growth in the money supply, however, 
has been in the form of time deposits. Growth in savings is largely 
due to an upswing in permissible interest rates which increased from 
between 6-11 percent to between 7-14 percent in October 1980. 

During the year, and perhaps in response to the new rates, most of 
Morocco's large private sector banks opened additional branches in 
rural areas. 


1981 AND BEYOND 


The current year's Central Budget indicates that the Moroccan 
Government has begun--as it must for overriding socio-political 
reasons--to implement a mildly expansionary economic policy for 
1981. Generally satisfied with the response of the economy to the 
stringent measures of the last 3 years and supported by the new IMF 
facility, Morocco's economic policymakers have decided that a return 
to a rational growth strategy is mandatory if social stability is to 
be preserved and latent tensions are to be channeled into productive 
economic activity. A real GDP growth rate of between 5 and 6 
percent is thought to be the minimum possible to satisfy the 
requirements of a population growing at an annual rate approaching 
3.25 percent and to provide jobs for the 600,000 Moroccans who enter 
the labor force each year. Until mid-1980, the economy was growing 
more slowly than the population. 





As one of the primary engines of growth, Moroccan Government 
investment policy through 1980 typically focused on capital- 
intensive industrial, manufacturing and economic infrastructure 
projects. Such projects are, of course, important industrialization 
targets and provide substantial opportunities for U.S. and foreign 
participation. Nonetheless, these types of projects have not 
contributed markedly to large-scale national development. While 
capital-intensive development will continue in sectors of great 
priority to the Government, increased importance will be placed on 
additional employment creation through labor-intensive infra- 
structure projects and on economic decentralization. Over the next 
several years, substantial efforts will be undertaken to improve 
cereals output from the traditional (nonirrigated) agricultural 
sector. Small- and medium-sized business will be given sufficient 
impetus to enable it to expand, thus creating jobs. Directly 
productive activities and export industries will be stimulated 
through additional investment incentives, and relaxed credit 
arrangements expected for the private, light manufacturing sector 
will finally allow these firms to escape from the doldrums in which 
they have been languishing for 2 to 3 years. As in the past, the 
Government will also launch significant, high-cost projects in the 
industrial sector--Morocco's State phosphate monopoly, the Office 
Cherifien des Phosphate, is about to embark on a 5-year, $5.1 
billion modernization program. Movement has likewise begun on a 
massive program to develop the country's important oil shale 
reserves, and construction will continue at the steel complex at 
Nador on Morocco's Mediterranean coast. 


Real GNP is expected to grow more rapidly in 1981 as the price-led 
economic upturn in phosphate markets as well as increased private 
and public sector investment pull the economy firmly out of 
recession. The Government hopes to reach and then maintain an 
annual rate of investment at 21 percent of GNP, and investment is 
expected to pick up as credit controls on the private sector are 
relaxed. Private investment, on the upswing since early 1980, will 
be matched by increased public sector expenditures under the Five 
Year Plan. Government expenditures in the 1981 Central Budget are 
projected at the highest levels since 1977; the investment budget 
alone projects total expenditures at $7.66 billion, while the 
operating budget contains an additional $300 million in credits to 
local government for developing projects. The higher level of 
government expenditures forecast in 1981 will be financed, by and 
large, by substanially increased tax revenues generated as the 
economy consolidates its recovery. Although the Government 
continues to study ways to revise and improve the country's fiscal 
system, no new taxes--nor increased in rates for existing taxes--are 
to be proposed. 


In spite of heavy donor financing, growing budget deficits 
unfortunately seem inevitable in 1981 and beyond as the Government 
acts on its economic stimulation policy. If nothing else, the drain 
caused by the continuing Sahara conflict and the military equipment 





modernization program must decline before Morocco's financing 
problems are eased. Further inputs of foreign capital--on 
consessional terms--will be needed to offset the growing cost of 
defense programs and provide the necessary wherewithal to develop 
the capital intensive industrial sector. Some of these funds will 
come from multilateral and bilateral donors. Industrial development 
projects are increasingly likely to be financed by concessional 
supplier credits. 


As was the case in 1980, the all-important phosphates sector is the 
brightest part of Morocco's economic picture for the coming year. 
Gross production of rock and derivatives reached 20 million tons in 
1980, and should, with OCP's new or expanded installations at 
Benguerir and Youssoufia, approach 24-25 million tons in 1981. As 
world prices are expected to hold at least 1980 levels, export 
earnings from phosphate rock and derivatives are expected to reach 
$1.2 billion in 1981. Maroc Phosphore I, OCP's new phosphoric acid 
plant at Safi on the Atlantic coast, will be joined by Maroc 
Phosphore II, scheduled to begin operations later in 1981. The 
rated capacity for acid production at Safi will then be 1.5 million 
tons. These and the three additional plants scheduled for 
construction under the new Five Year Plan will permit Morocco to 
become the world's third largest producer of phosphoric acid by 
1985. At the same time, OCP's Five Year Development Plan is 
designed to stimulate an average annual growth rate of 5 percent per 
year in production of rock and derivative products. 


In spite of the outlook for the phosphates sector, Morocco's 
persistent trade imbalance will, unfortunately, be substantially 
aggravated in 1981 by the ever-increasing costs of oil imports and 
by the requirement to import more than double the normal amount of 
food grains in the wake of the most serious drought in 35 years. 
Total export earnings, which are expected to be up 25 percent to 
$2.6 billion, will be largely offset by oil and food import bills 
alone. 


Morocco's highly disturbing dependence on imports will only 
continue, at least in the short run, increasing the country's 
vulnerability to events occurring elsewhere in the world economy and 
over which Morocco has no control. Among these are the growing cost 
of imported crude, externally developed inflationary pressures, and 
restrictive trade measures adopted by the nations of the European 
Economic Community, Morocco's primary trading partner. The IMF, as 
part of its recommendations for economic recovery, has urged Morocco 
to strive for a reduction in the balance-of-payments deficit to 5 
percent of GDP by 1983. In 1979, the deficit represented 10 percent 
of GDP. Key to this effort will be proposed programs in the 
domestic energy and agricultural sectors. 





MAIN IMPORTS FROM U.S. - 1980: 


Grain, aircraft, automobile parts, trucks, cotton, machinery, 
scientific instruments, tallow, oil seeds and products, tobacco. 


Morocco's 1980 consumption of crude oil--which satisfies 83 percent 
of the country's energy requirements--was 34.5 million barrels, 
representing about 37 percent of all export revenues. It is not 
surprising, therefore, that the Moroccan authorities are stepping up 
the search for alternate sources of energy. The recent discovery of 
additional small pockets of natural gas in the Gharb Valley of 
northwestern Morocco has once again revived hopes that significant 
hydrocarbon deposits may be found. Several French and U.S. firms 
are either actively exploring now or are planning to solicit formal 
concessions from the Government in the near future. 


The best prospects for alleviating Morocco's energy shortage lie 
with proposals to exploit the country's vast oil shale deposits, now 
estimated at well in excess of 20 billion tons--15 percent of the 
world's total--with an average crude petroleum content of 64 liters 
per ton. With oil prices climbing to about 40 per barrel, 
exploitation of these reserves becomes economic. 


The Government plans to allocate some $766 million to oil shale 
development projects during the 1981-85 Five Year Plan. Additional 
resources are expected from other bilateral and multilateral 

donors. Most of the domestically generated funds ($446 million) are 
to be spent on actual extraction via a labor-intensive batch 
retorting method--the Moroccan developed T3 process--which should 
enable 100,000 barrels of crude a year to be produced by 1983. 
Another project to be undertaken in the near future is the 
construction of the first of four or five 250-MW, shale-burning 
power stations. These stations eventually are to produce 5 billion 
kW of electricity per year, meeting one-third of the country's power 
requirements. The first such plant is scheduled to go into service 
in 1986. 


Although 1981 should show increased GNP growth, the main variable is 
the harvest. At this writing, Morocco faces the worst drought in 
more than 35 years. Current estimates of grain production for the 
1981 harvest year are very gloomy--at best, production may only 
reach 20 percent of the normal level, and it is entirely possible 
that the entire grain crop will be lost. Projected food grain 
imports of 3.5 million metric tons, double the normal amount 
imported, will seriously strain the already troublesome balance-of 
payments problem and severely tax Morocco's port facilities and 
internal grain distribution networks. The drought will cut rural 
and farm employment, which, coupled with the threat of food and 
potable water shortages, may drive some Moroccans off the land into 
urban areas and aggravate already serious social pressures. 
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The Government plans to accelerate investment in the agricultural 
sector under the 1981 budget, creating jobs throughout the rural 
sections of the country, thereby helping to keep workers in their 
villages. Unfortunately, the extraordinary burden of financing some 
3.5 million metric tons ($600 million) of imported grain over the 
next 12-15 months probably means that many of the remedial measures 
in the Government's Five Year Plan may have to be deferred unless it 
is able to obtain additional concessional financing from the major 
bilateral and multilateral donors. The current drought and 
resultant food crisis may place Morocco in a difficult foreign 
exchange and employment position for several years, thus delaying 
further economic recovery plans. Although the drought would appear 
to be a serious problem for Morocco's internal markets, it is 
unlikely that there will be any major deleterious effects on U.S. 
commercial or investment interests or potential. é: 


IMPLICATIONS FOR THE UNITED STATES 


Morocco's newly announced policy of moderate stimulation of the 
economy through increased government investment and relaxed credit 
controls for private sector manufacturers bodes very well for U.S. 
exports of goods and services in 1981 and beyond. U.S. suppliers of 
capital equipment enjoy an excellent reputation, and U.S. exports of 
mining equipment, agricultural equipment and aeronautical/ avionics 
equipment are particularly competitive. Other promising fields 
include the provision of irrigation equipment, 
educational/laboratory/scientific/medical equipment, 
telecommunications equipment, and food processing equipment. The 
Government plans to give priority to the fisheries sector, and the 
need for cold storage plants, fish processing plants, marine 
navigation devices, ship overhaul facilities and other shore-based 
infrastructural projects is indicated. 


Of paramount importance will be the opportunities afforded by OCP's 
$5.1 billion, 5-year expansion plan for the phosphate/phosphoric 
acid sector, and the Government's coordinated plan for industrial 
scale development of the country's oil shale reserves. Nonetheless, 
there will probably be continued restrictions on large capital 
equipment imports not accompanied by specifically negotiated 
concessional supplier credits. Past experience has proven that 
financing packages proposed by foreign bidders on major capital 
investment projects are every bit as important as price and 
technology. Superior equipment, processes or technology can win 
business for U.S. suppliers, but only if they are accompanied by 
maximally competitive financing, assured aftersales servicing, and a 
willingness to share project risks by entering into joint ventures 
if the Moroccan Government so desires. Manufacturing sectors which 
are expected to receive increased attention and additional 
Government-provided incentives include textiles, leather goods, and 
mechanical and electrical engineering firms. Much new investment in 





these areas is likely to be concentrated in 25 new special 
industrial zones to be created by the Government as part of the 
economic decentralization effort. Such zones have been established 
or are planned for Tetouan, Nador, Oujda, Marrakech, Fes, Sale, El 
Jadida, Settat, Taza, Tan Tan, Essouira, Meknes, Kenitra , and 
Bouznika. The focus here will be on small and medium-sized 
business, and the Government is almost certain to renew its search 
for similarly sized U.S. concerns to participate in innovative joint 
ventures. To do so, however, will require commitment, ingenuity, 
and flexibility. 


The Government of Morocco is actively seeking U.S. investors. The 
Moroccan Investment Codes presently offer inducements to firms 
prepared to accord local partners at least half ownership plus head 
of the board. In such priority sectors as mining, tourism, and 
export industries, 100 percent foreign ownership is authorized. 
Indications are that 100 percent foreign ownership will soon be 
authorized in other sectors as well. Even more favorable investment 
terms are available to firms willing to locate their operations in 
the 25 new zones. Moreover, for any new investments in excess of DH 
30 million (approximately $6.4 million at current exchange rates), 
advantages in addition to those specified in the Codes can be 
negotiated with the Moroccan Government. 


WHERE TO GO FOR FURTHER INFORMATION 


Potential U.S. investors can secure a wide range of advice, 
services, and financing from U.S. Government entities on any aspect 
of their interests or desired involvement in Morocco. The Commerce 
Action Group for the Near East (CAGNE) in the U.S. Department of 
Commerce has detailed marketing/investment material available. The 
U.S. Export-Import Bank (EXIMBANK) offers competitive export 
financing and commercial credit guarantees to cover U.S.-sourced 
equipment and services. The Overseas Private Investment Ccrporation 
(OPIC) provides investors with war and related insurance coverage on 
their investments, while offering venture capital at attractive 
rates. In Morocco, exporters and potential investors can consult in 
confidence with Citibank Maghreb, a Casablanca-based subsidiary of 
Citicorp in New York and the only U.S. bank operating in Morocco; 
Price Waterhouse du Maroc, the only local subsidiary of a 
U.S.-chartered accountant firm; as well as the Economic/Commercial 
Sections of the American Embassy in Rabat and the two U.S. 
consulates in Morocco, located respectively in Casablanca and 
Tangier. 
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